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Question:
Refer to page 8 of the pre-filed testimony of Michael J. Mahoney. Please provide a narrative describing how the
funds provided by the $50,388,000 over-recovery of transition charges have been utilized by the Company.

Response:

In years when the transition charge creates an over-recovery, the over-recovery becomes a source of capital and
serves to reduce the need for the Company to increase debt borrowing or equity issuance in order to operate its
business. Likewise, in years when transition charges generate an under-recovery, the Company needs to make up
the shortfall by increasing debt or equity. Therefore the Company uses the annual weighted average cost of capital
to calculate carrying charges for both under/over-recoveries since it impacts the Company's capital.



